
Ded.. r&tio" nfRobcrt~. IIdl
ee Unekel :';0, ~()_UU

h" complied wit~ it, SEmio~ 271 obJi~~tioD'

IV. rIlE PI:RFOR.'1A~CEP,\TA SHOW IF.-i- T VF.RIZ-Ol'\ HAS
mSCRl\UNi\.TEn ,'\GA.Il'\~T IT<; U1MPt:TlTOHS.
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Dedm'ati.,u "r Rpbul:vJ. Ikll
(T Dockel No. 9/>-15~



DeclJl..m;""n of Roben JI,f. Bell
CC Do-::k~l IIi"", %-1'W

,i2t ~f lite ptljlu]atiQn" fn all ev-t=n!" lJl~ ~~Ili I re~(Jl"1 pru... jd~o n~ ju~;i~<:~ti()J1 fur Lh~ 8~ditOI'll'

.Iample "ftbree ,,,rvi<:.., would JlO1 como dDSO \u nLotl'''B tile prod:;lOIl ,equ'KmCllb for a

1:, I]] ~ddijjQn, the ~lldillJr doO'ii~t<ld from I~e r~~uimmm:5 of tlte (renfro]SIIJnd!1rdPmcedure,t br
rd~·iu.g. all ,"ri lien GunHrmatlon< alber lh~a i~ce-l0_faco;Ilt"rvi~-" F.eJj.a.IIC~ Qil written •

~~n~nn~liOll> '"~y 1l.a'l~ r~dll~ed !he diance, {If ;Iet~~jll;'; ~].lP~'(>PI'~k di,doluI~ 01 ~roFIlC(")"
LroIUlmatmn h~~u~u, unlike, fHo"..to_fnce ,m«"vi""" ",,-ritt,,", cUllH'Jl1l.1i"1l does ~ot provide the
Drp<>rt~nily to e'laJ.....", ~rcdibility



•

•

D~cl:mlilon ofkabelt 1'<1. Sell
CC DlI~lul 1':0. ?O-150

------

- ~- ~. -c-
,. no: ~~djt r~plllt [8 ~J~Ct C()-nfu~lng ml~is poin:. On th~ o~e hlr~d, the repMrOO. to

"L1 ".Jlili",~d IJl1e,.~~ ..b~e C IrTi~r;,'> and. therefore, '"gI:lB~I< that mo~ lli.o illl.. ~~1.'11 ~iJ"lj~r ",.~,

ill~llI ~l," iJ'l tMe ',*onoo r",,~II, l,n lhc 01~"" h~~d, th<o ro:purt rdern to Ihe "~llafliliared

I:-l~"",,,~.n~ Carrie"'" (" rxc") 'ttL,,'iN :IDd iml'liO-l IhM a >ioll'ic invDi"" WU~ c, ~m;"ed for ~

,m~J~ C,ilrrll'T. If,,"I}' (One JX~ \-I'a, e~8nullcd, it i. LlncJ~,rhuw i: '1.'"" ...I,,"I~J. Nt.



Dedan\iQ<l "r J~vbt-rt oM. Bell
u: IJ"dul ~Q. 96-150

"eri{)~,ly biased. Th<: 'mdil report "'~c" ~o infmmat;"n .bollt the nt; mcneill or nrum""111 OIze of

Agalo, mfonnat!ufi i, I"-ckin1> abCl~, the ac'~al numb",. ofwmrari,~n5 rna<le.

33 One ~LI~h rr~cedure re,uLred Iht audilU:-;s"'[uj,iILjl ~ '~'i~lj~ly vll1j(i

tUIl" and condilCon, ~pr]itd i~ ¢Ach ~ wi",~ ;:72 M1i1iate ....~l~ llin.1~ ~harged and apJlI;~d t.'l IXCs



n.danli~n of RQb.rl M. Boll
CC lIi1ck.llliil. %_I~O

•~qI';"":" ,,,"'1 ~,

noc ~i",r[minnled~g";no<t m:.naili I,ale' in raw.r (If il' ~ CClion 1n affi lia"s d"r, rrg roo

l'm~edw.,.5. Imleo.d of selecting "- <.imf Ie madam ,.ample of ~~rel,~,el, thoe ~\Jdlto", •• I~",,,d "-

valid ~~"J1ple Jll tlUR regard, 1M ~udi1Qr first ..SeltCIOOll. raIldom "Mi1pl~ of J ~ UThlffili~l~ !mini.s

"-'eTC »mplcd from Mch un"ffiliatcd Cf)tit~· Drau,ing" dU5lcr .".Jllplc wc>Uld ;ncrcai<e the

C'.111 \lInen :to'~ (:l~II~t etilili,,~, 11le p"tamiiIJ imp:l.(;e of l~ll proLj~1l1 is !!Jealcr if llu: IQt~1 JI~mb~r

oferltil'.' i, larS.{'o lha, a Im5e number lmd no "",pled cu,tmneJ:l) orif,om~ entilto, had



Uf1':I~"QII1l-11 "fR"btrt i\1, Rell
CC D...ck~t r-,'1l-. %_150

arraI1Jj,::nellt' fulling bdow lh-c "''ii~:l/IOO 1hr~sh~ld indudcfi provlsion. pcrrnitjl~rewur,e to ,ho

ROCs "osei,_

,uppli.", aa" Ie"",,,, to which ~oniirmdti,m relu,,,,, w,,'" ...~t." lr.iti.L 8i~1I"'.t Re]lClrt. App, A,

The Judi lOCS' fmdlr.g' reg~"~ i">: th~ l~"Ln.g QfObjcl\;lw~ lY, r[(]oodure 3 glaringly nmit a~)o'

rduen"e t~ ~n}' ,,"a!y,j, of dciJl a~r""rm",1S; Je.a'e~_ anO CT~djt ag""''''''''t;; f>1J;I18- heklw the
~5{1G.OOO tlnshold

"==.=========---'-------'



D~dHal""n 01' Hnlltrt '\1, Rell
n: D""k.1 :'IIQ. 91i-) ~~



DedM ration ur Hobi:rl :'>1, lIell
CC »o.'krl "lu. 9~·1~

CmJ lile ~~e ~[~~mpl~s tMl ittC 100 smMI l~ ,IIJPJlL1rt T:he iT>ferel1.c:es ctraw:I1 therefrom,

~pplicatioll

il. .'1atc"al hc'dati,m. from tile I'undam.ntai Principle' ofS"mpljng nnd Lh~

r:;c"~Fal.'i'l"".I~rJPro~erluN''<

jlQpul~ljQ~arc iIIHI~d.

25. 1n thi, ",~ord_ 5~di,m 2:2(1)(1) 1',0\'i<les lh.t the LL,tecLA1 A ;tffili.te m"SI

eompllimee within the"" ",~uu~lileTIh lei that ~uJl.~eclio~, th~ "~dit p~e¢Cllrt.s ~equir-e:c tbe

I) ..-\l(IL~'lgh the audie pro~~~UrcE I"t.quiroo on uammationof,itle comments, th~~~dit"" did "Ot
,ample title documenj,. buj I nSl""d ,,>cd "rel.l"d Inv,,; oe•. " hilial BienruA' k~pQn, ApV, A.
'Jbj,,~ti.-c r. l'mredure 'r

II

~~-----~------



[l~olaration or Kobert M. Jl;eIJ

Ct· OG~kel ]',-Q. ~~-I:;Q

lar~e).

C"ltCflOO Th.. '''"$OJ' '" that lilt m~an {o, prupurtion) fur d,. ~ompl"". popLJIaLioo O<)n<i9," of"

22. Cert~in i.1f1lrJmltin:l ~lIt thl: j\i'l~"I"liGn sl\llill-lins; mclb~d .nd ik sampl"

o Ull,t~r Sillllj,ljnl; is ~ kcltniqu~ 1nat ifi\'O]~5 TWO >t.l.ije:!i of sal~plin.!!: In srage I, a samrJe of
d llseer< ;< 1~1~~,~d lit fill1\tom from th<: j'I(\r~I.1i 00 of cJu~1e;I'.l l~ 'taB" 1, indJvidtJal ~u;t, ~rc

.~mp[l:,1 ~'.IMJ"m from ""d, "I' lhe clu""" 'I'mpltd in <1a.!!:e I, 1'~1' cii:8IIIp]e, a sliII'lfl"le l)-f
emrlo_v~e, in"" ;~dust"" n;B'1, b~ le.lel'1~ by ~~mplil'lg ~ompani"" j~ tbe- industry anJ t]Itm

.m"f!:ir.~ elnp:vJ'''''S IT;):.,.. the 'wnpled c()ntpMIic,

• SID----



--~-

1)","lar~ Ii.,n or Rob",1 :'>'1. B.II
CC 1)~\'_k"l ~~, 9&_IHI

------

; S~e (J",..rul Sk",dani !'nx;<dr,ru, Olj~wj"e II. Ph'c~du;c J al n and Objcctivt IV, Pt(J<:.t~ur~

3 a\ ZQ-Z7, III ~enaLll im;tall;es tile (jfm~m' Sl.1wJard f'mcM"'leJ :ll""tify tbe size of tbe
'\'8.J\dOJlt ur ·]Lci~rn",r.ta~" "'mple IJ, Objcc_I;,'eIJ, l'mcetlLlre 3 Dr 2~ ("i~dgm~tltHI"); ()bicctlV~

VII, Pmccdurc Ii: at ]9_4« ('hudom")

" Gcmroi SiwJ",dPCI.J<;.ffl1ir", at ". ,- S

9



1.... I~ calio~1 ur Ri)~e'1 M, R~!I

n: Iht"k~1 ~o, 9~-1 ~o

------

17 In ord.,- iQ"" ,nr.'!"" ..0 h~ rLl'ln~nra:ivo orth~ ~op~lati.;]n from which it I;;

:n~'1 <ample,"

Ji[T1i 1('.;) HI fuur ,Iales, Tile au.j:~or ~Q~ Id U~e a judgmenlill sample 10 tl1~ure lhit the four Scl~IOO

, .:,~~ D, GUY, EJ AL, AttD1T SAMPU'W :':0_11 (1002) (noting Ihol "[a]udh.:ors mu~t

("~t'.'i,u tmllil)~ to av-:oid pro;ectin.i\ roample ~~llJt~ 10 a ~""pt~lll.tiM if ~ll ~"~~lali{,~ il.elJls di~ Mt
Ila,'u a dl.,~~, "rb<:i~~ in~ludoo in thc ,"mple,·'.and th1lt, n, all '~illl1plf, "ie vmClld h~ jmprap~r 10
oonclud~ <I,", ,"I ,ale$ "".TO p"\J~,""ly Hcurdeu if,ho .ample were sruected only frem cI"',-ge ..Ie<
~T1~ ~~dud~oj cast! sales"').

b C,;"cm{ Sla"daniPr1Y,;~Iiull.',\, a~Je(:[iveL Pro~edure i at 11; ObjeclEve ill, Pr~ced~re,5
~~.j <i ~t 25: I)[)jecti"", Y & VI, l'Tuocclur",.~, 10 IItld 11 at 33_]4, Qbj~~ljvoll VIn, Pr(t\:eDIJI'eI< 4
ar.o:! < a~ ~:;,-44; Objecu,... IX, l'rQ""~~!"'~ 2 ilIld J lI.t4li~ Objtal"e X, 1'rULoJOlIO' 3 wd (, m 48,
amI. ()bJ~r.r'''o XI, P~oc~~uros.2 ftJ1d J at 51 What pr<.>bably ~I"~ fal1, within this rubric I~ th~
IIEtmal"" tu the ~~ditOT to CO"dU~l "a valid ~"'":p-k, '" Ob-j~~clh'e vrr, Pro"~dUJ~ <..( 39.

,

=='.,=-="==========



TlH:19.~li.(]on ,,{R,,~T1;\L R~II

CC n"d,,~Il\-o-. %-1 ~O

ju-dgrn",ntal S1Imp~11& th~ auditar, violat",d funaarlllilllal !iII'l".plil\.ll tocbr.ic.ui', A. a -cnmeqllenc~,

16 Slati,"; oal inf~renc ..., ba",d or. a .'ample ue "alid oru}' with ":>'pc", 10 ti,e

llUi>lic .<c:hooj .<\~d"rrl< could liBW the "'.mlt,. B"cau<" adolcgccnU wJio ar( (,-c1'1..1ed fm:n th(

,

-- ----_._---



I.

I"
I
!

Decloralion of RolJ.el"!. :\1, B~lI

C:C Do.",,! "[0. 91i-1SI}

Rq-'OJ1. App_ A. Objecti~e, V ~~d Vll'lUcooure 13

111. TE'[. c\ UllITS ARE FL\wr:o BI:CAlf!l;F.!jF DJi:n:c:n; 1:"1 THF.
SAMPI.ING MElHODOLOG'I A"fD DEVl'l..TlONS fROM
PItESC1UU!;U rRm:~:DeRICS,

:~ N<J1 <mIl-' did tire ffiJditor, fall to e:<amme the emire porllLalioo ""he"

-~--~



J)HI...rati~11 of Rnbert 11-1. lItll
CC UOd<e1 N"o. 9(,·150

-~----------------

accmd "~C~ wilh Ihe ~,coont'~g pJjn<:Lpl~, ar.d ruk, appIO'oed by Ih. CumIJU '"Lon." Jd.; Obj"".,;'w·~

aud'lDr.' ",ere required to ""e.. w./rethoer this >e:l1e ir.:'ormatl<>n w"' Jllild~ avd~~l~ Iix p~blic

'1:.pectioI1 ~l Il:e !:JOe'; l\e~t1q\l;lI101'rs-, [Jli\,;)j B'-f:~~,aJ R~pCort, APl', A, Obj ~~iOel Y ~ml \1,

lJI~ ~lfll, It~s- wehs ite violaMd. Camm; «inn reqUiremCrl!

A~ ~utN in J-'an 111, ",,~-n tnt s""'plin~ tcO~",qUC" thoe audiwc:l U,llcl in t.'I'''8 ""mpJiaoc~wjth
Ul'l '~L' I"C II, J>roctdu r~ -' y'"l.tcd I~. C~wmlSI'lI,.mrd l'l"X~allr~~,



Declanlion llr Rubm M. Sell
CC- Ducket No. 9fi- t0.0

the entice u"i...er5e in meamriT18 '{"rimn's compliance with those test o~: ective"

~ILL> rl:<lui,cmtnt lb~ Guru", S/Ulldanl Proa"""", .q:mvide ,hal l~e fallo",mg ~r(J""dm~ .~ould

C..h Receipt, - J'u. II,~ [Ii [lIb 1TIl'''I" -of 11l~ ~[L.!,J;~g",,,er'l pe.-ioo.
[IlJe a~l1il;;:.r l;lQLlJt.L1 Qlmw.L a lis~ Dfall cDJ!eCl.iD:I~ fi,\)Jll tll~ 18k Df
.ra<le ~CCD~J,t. receivable fwo, ti,e 272 .rr~i.te to >I,e a~liotc

D""umcnl Ihc pT<-'''''"" f,-" bow Ibe 272 amli~lc rcc"i,es credit 10Q'
l!~l.'SC ~c llcr;liom ~lld veri fy lh~t \:DII(;OI; Dn (If! M~ LI'~ aCe-Du~t,

receivable ",", rdJected i" ,fie acwu,,~, <>fu,e 271. affili.ate
(..mpba<i. a-dded)

I I. !\..l1hou~ the ~ydit ]lro(.~durc. ~~plidtl}' Hq~ir~d llJ~ a~(li1Q'1' !O "ob>lli~ ..

lin "f"rl oollections frOO11 the ...le or mme accc-ur.1' rec.eJY.ble, from tile 2i1 ~fIjh~l"10 lhe

'LOc~~nl R1 F~l. Aft"" eomparlng :ho ,clootoo =cip-t, "nd ci:.bu'SCJIl~n'. og.air,.t RAeI', t-('oord,o,

the .!ludi!ol:l fcmoo DO yiolatlOn, Dr rcror<l' kocp:~~ J~quincmCJlt', I~itu.l Bie"","l Rcr<:trt. "'fp, 1'1,



n""bruion of Roben M. ll-.ll
CC I}orkel Nu. 9~-1511

lie THE ATDITl)l't'l Y.lp.Tum TO FXAMINJ: TH}: "ENTIRE PQPt'LATU)"'I

WHI':(I, ''I;SlHllcnw.

~:eF .rlMER.lex'... I!>:5-TlTl'TE or C.ERTJFiI:D PI)JJlfC ACCOUNTA.~-I.s, i\UlJ1T
SA),l PI.JNG i 0 (1999') {s\a\i~~ Ib.t "'i'Ja.mpbng u.k i'lmes f'[tn, 'he pO!i,ibilily lilat whM • le,[ or
"o~tr,.,I" m ,,,b.tantive l~'t h re<ttle,..ci to R"'n?l,,, ,he "~O)J l\tr-~ =t~~Lon~ m;~!ll to~ diffC'lllrlt
Ji ....m tJlO...n., w\l~l(j L~vu bSCll reacllild iflb. 1~51 wer~ ajl-pli""d in the .IJ~~ .....,. I" all the ,I",,,,.
in dlf a.CIJ~<lt ha:atiCe ()( cl~," l) 1-lrOn'''~lon.i'l -

-_.-



n.d..r-allu" uf RubtTj :'>1.1lr11
C(" Dod.., ~(J. %-150

I. rn~PO~f",).'lll SIIo,IMi\RY OF UFCLAIl:ATIO~

1\llM<>IIg." Vel'[zo[~ "hamc[(:w.c. the rerfe.,[mafW~ [~~Y!f~ ~h()wing r.i~crimiJ1.ll.tu.,. t,e~tm ent a.

", Iill i"ic"lly me"TIiJlllle~o." thE 11/11.1 cd of.t. pr~,"idec' m 11.. ~I,!~it~ ~,.aJ Ih~l lMe di;lf~ri\n.c~ i~

,

--~._--



OUORE Hrf,
n:m:IoL\L COMJ'tlU,~JCA'I'IO'iSC().\IMISSION

W.IlsbinglQu, D.C. Zl)~oj;

1!11~e Maner or

Imp"'meDI~li(ln of the
! '!'l~rummYlli~~ti()lJ.' A~t ~!' j 9%:

.'\CC~111'ling. So1fegua~s1r~der I~f

Te1"commlJnic~tion:; Act or I~%

)
1
)
)
) CCD~cketN<) 96-15{}

),

IlI<:CLARATIOJI. Of' HOBER1- M. ~ELL
01\" IJ.EIrALF OF AT&T~'ORP.

--~~-~--

(jl':llduat~ ~~:1ool from 1992 II:- 199~, III 199'::, I joine.:ltJie SI~lislicl R-c~earuhD~pRnm~~1 ~l

4 1Mv~ autlloi$d ~I cO-"uthored fJP.y .!i,des (In 51 all,(ical ~nalys" th..t h~ve



H

'"

1\·

TAB:l\,: 01'" (:O."\ITItl'i'rS

II LJ: AL:DIT()R.~ foAILJ:-1J 10 t:;XAMj);1;; r liE I~~1'l RI; )'OPl'!-,'1TJOJ','
~1diF,"l Tl'.-snmCTED

THE AIJDlTS ARlC FL'WI:1J BECAUSE Of DEFECTS IN litE SAMl'LlNG
.METHODDLOGY A..'1D DFVIATIO'lS FROM PRESCRffiED PROCEDURES

Fund.m~"I.: Pr jTI~i ple' Gu,'e[ ",,,g Sar"plin!\ '
M~\e: i..1J)~\' i-a.1 io~o emm lll~ fund ImemaJ J'rinciple. of SlLm~!ing HIl-d T11~

C"",:mJ Stam~,,-d Pmaa~,,_<.

THf. Pl'RH1!l1clAI\T'C DATA snow UclAT VEH1Z0~HAS
01 SCRI 'I11NA-rED AG ANST u.s. COl>,'lPETITORS.

,
.. Ii

r-:OI\r:J .1JS10'\l .2:1-

._,--_._-------- ~ _----



BLfORE THE-
n;U.lLIUL (;OM:M~I.;rCATIONSCOI\jl\JISSION

W ....hlll~I~J1.D.C. 2a:i~

III Ih'" Maller L>f

lm~l~mel1taliol1 -of l~e
rt;kCo"'[lJuJlic~liom A~I "fl-t;W,

Acc.ount:!lg s.ar,,!>lll,rd, t:ndn li1~

T~~~~,)mmunicaliollll A~ of 1990:;.

)
),
)
) CCDDckeIN" %·\56

)
)

ImCIARAnON OF ROB-ER'I M. BELL
ON DEIIALF OF AT&TCORP.

!I,ml S, 2002



S,ERUCEUSI

WilJi.m f COIM'

OffLc£ ""hI;" SCCIl:lfiTy
,"eder.1 CummuJli "a~j"n, Cum'1I i.<ilJll

445 12th li-11-eet. SW
We,hingtol'1, D.C 2Q554 l

Q...le~ IT11c;nati",n.J
1'mtalR II
445 nO, ~l!'W, SW, Room CY"B402
1''".,hi"g!ol'1, DC 2D~:j.4

.Iusc~h J> D,Dell,
''"",imn
I 'i15 NUTIII C(furIMIJ~'-' RmllJ, Suile ~OQ

ArI;ngI~n, YA 22Z<J)

-~--



CERTU'ICATI; o.F SERVH'E

D~IOO April~, 1001
Wa.lllingt~Jl, D,C.

-------'pc••-M--Alld-,-o>
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V. CONCLLSlOl'i

Dtl"l ~ I '. L.w>OTt
R f,-(eru:da Wil..,nn
:'l;clt;Ocl} H~rr;"\I",

~idl"y "'ll;!li~ llrowlI I? Wo"d,llP
1,01 }; Str.eT.. NW
\h,IlL~glw, nc 2Q005
nO~) 7J6_S000

._'~~--

Mllrk C Rmenblum
!.a,ue~c.e J Lmllio
Aryeb S. friedman
An:T C~rp

295 North MlljJle A""
l:l05ki~g liid!'.", NJ {l]9LG
(9{)g) 211.2717



,,~i"iL:"U' L1H,il <.lay" bef"". the tlu,lir W~" Iclc~"oo 1IJ1d months alter toe audit ende~_ Su

A,--c,,,,,"i"g $"1~~'1Iard;-' Ul"iJq ~ 20J,

• • •

In I 99 ,_ the Commis5iun r~~ogni2lf:d \~~t ~ll:ilr bi~nnill.l IIllllit Kl'idelin~ alld otandltRis

",aHld hend" lbe noc, i" am: i,t"" "TId m:l!ket pa-nidp.:mts in all t.lecomm~[lkJlinu~ mark",,<

ll1 m:ngnitiQ~ ;)f \h~ ;mp()l'l~n~e d ~h~ S-ectio~ 212 audit, lne CQmmis~ill~ uke<J for publi~

cc'mm~ut "~cl received i,_ How",",,,,,_ il "'VCI publicly ""ttl! on (Ddl i"~wl and ne~fr r,u~'de<l

cl~ar ~Jl~ rigmoQ" ml"," de<;ig~ed 1'" .mUJ~ that viuIHtill~' CJ-f "~Ol;"T1 111 "'C J~I""I"d ,,"«1

"ltcrr", The Commi"iCJ-n should u," lhi s N~e-edi~~ 1-0 filllhi ~ long~.mdi~g ,gap. ~~d pJO\Iide ~

r"..\.j~~\ "" ~11 ilLC l);onpial.1lLdi" l0 b. O)JdL:C1M ill the future, illCludiu!, " r.-.. ~Jit of \' criwn



'"c"urc. wuuld h.lp!<J limit di,!",te, d"n~g lh~ prace" and [{l provide for ",,~si~l~nl r~m~;eJ

wh~re "L~lalioMOCL1l1

Fo~rth, thc C(]Jnmi"ioll .hlJ1l1d su],>taatially .tren!!-then ~ rrumhel (Itll'~ ~lflnJ.ud~ i~ the

~~isljng ,,~jdrlinM Fe',1 ~,arr'DI~. Ihe C,'mm,,,iGll ,ho,dd 'tr~ngrhen lite ~tandord to leU

c~mpli.n(~ u:ith ,o«:tio~ ~'"', requirement that ~ BOC p,m'lde (:ert~ie in~'RIJ1\l ~allv.r~ wilb

il1f""\W.LiM le~~l'dirrg ,I.~;r l',hi>,\'t I>r f',o,'i-dio'S ll\, k\"O; ,j.81..m:~ ,orvioo. A, d",,=bed abD~e,

,~(lu tk currenl Genera! SlQnda~dPrus"dr/ref; 1~" ,"dilO" D""d only o'<e";'" ]5 e,II."., for:10

lIl'"U["; ","'Vh, Witt, ~\> I~QUirt<"'~llL ~1xJul [lie m"nlJt<, or ..::I.1t~ tlla, ",u~t ~~ IM~i·.Ul~l!, Tllj~

",,,"rorcl c~'lIl~ n""or a,E"'1 "otdy ci"I,--, ",ille 1f the B DC i, curr\pl:--, Of wilh ,t, (\), Il~.a[i"n j" >leal!.

',he ('-'I"IIJi!~iQII ~h~'-ll~d ~mmpllU (lC\CITfJipl' I~C ~"Iir~ P(lp~l~ti('" of c81ls Tw~lvl'll IhD~ Iil-ll

",.., U" n [~e ;edJotl 2':1. ob1Jga[;<)-1l, and t~en U'JJl8 pro!"" ,ampli ~8 tec.hniques, >el furth preoisely

Iw",- mien 50J1l ple" ,;h,mld ~e "bl8in~~

F;ll~'ly. tne Comllli,,,(>~ ,hDul~ Ildc-pt guideli:r'l"~ fnl iIop~ro~fiitlc r~1'ntdlts Mit "",nalti~~

fo" \-;olaioD" of tl", "",clion 2n 'e<J"jremenl>, Such guideline. w-rJuld h.l p en"'lT<O coru;imllcy,

ami. w~uld a]~c- aid in deterri~g \'ictatioos, so to~;g. ..; Ihe remel!ie; Md p~na11i~, W(ll"~ rnfrl~i~n\ly

, .. tf-,'~ ~~,~. H~ .\(~(~d ~~V\;~, V~ri7\lr'< ~(ln~i'ten: ~"d wide<l".«(l \'ioblinm of .ectlo~

27'1 "'LJ;" be remtdied w,th 8J'l'mpriale penaltie• .\-Ioreo..;,r. the ""b,;t..~,,-.l ~aJi" .ml hCJ-]'" m

fne ,udit proLe~u.e\ 0.1<<1- r~i\~ tn. pn«ibil i'~ tho! t~"<e viol n!o~, a.e repre<entati"" of a weal,er

p~t1:ern ~f crO~:I-:I\lh~idj:~HM alld di~critrli~ati-iln agaimt VM2~~'l oomp<1liwr" "'.\ ~

c,m'""CJ"cn"", \,~,jzon an~ it., affilme.s ,ho~ld immedi..loly b" ,~ciile;J ,,:;,"<1 "-Si118 more fubome

Jl"roCdLJfe~ Jn~ccd, [..-~uditim! is "."ential _ ~Ild in. r.u requ"",d hy the term, o-iscC'li<>n '272-

• z:. ~ •.,z,. s. •



d~\-'li"i~!I~ ~"tI plJpul'ltioo lites) tu ~'I~bl~ ITIl~I~S,~1l 'plIJ1ie~ Ul del.8T'f1:\iM if tht dMn i~

"i!ti ,ti~.lly 'illBifi o.m undu v,riou. measure,

.~~t"JIIJ, I~t r:01~Jr\i~,;<.\'1 '~lluld tlilllj~ill." d~liuea,c lhc p,m~d, thill ,bOllld b~ 11lJdited,

and LequLnl Ll18 SOC m maimai~ all r~I~\llI.m dal~ fm lh~~e pe[iDd,~ Ii() LlI:tl [he ~~dil~'! ~a~

pmp..-l~ 8''''''" ""mplillll,,", wilh the ,~<;l;<Jn 272 [)b-lig.a.l LUns. 'rV~",,~ the HOC f~il5 to m.irrlilin or

IY,,",de <lJ.ch data, t~e Comm;«ion ,horrId pr"<llm. a vj.;,latio~ or <i!cti"n 212. In P~rtiLU1.,-, ''''

C:omlllil~ilJll ,hl>uld p!'\::~lud~ a DOC Ill'HI, U V\"I i~o" ~i~ Ii~"~, litll;l,~g tlle ~m~u"L or tlill~ Ijl~l

il m"-lmaulS, a'id thell <:Llill''''§ l!,at addi,;oJla! dam ....ould be n~('''3ory to Hrif)' a~)' YWlatLom

~i:;doi~d by :he lErujl~d data, T.hc COl'o1mii;i~n s~O~I~ 1~\lZ ~le~.I'r' $<nt. ~I! Il~ca IM,,-t "'I'f!/. b~

lll~jILL~",.,j allJ ~u]lecl~~, ~,od Ute" L'mad3" define Ih. t3m. Vnod '0 Lho! ail ~o:<Jjblc

tI;,~:il,'jl]~li,ln \';\11 ~ <J\11'1.'1~<J (ellll, IlLi\Nirlli~i"il [j18 del~rreJl1 ",I"e flrt~" !lliditJ. f>,ddi,iorudly,

loe Comml"'WO mu,1 ma"-e dcar I""t, f"r • HOC. mih~1 bicltma~ ~"dit, U',8 ~udit~r~ will

=lIli 'l~ ~I.l u=<l\;,iOlL> "'Id ~jM oj ~IA: 1tl~ IQllna,i Oil (>f ""~ 2'/2 affili 41C, jJl(:ll1di~g period, prior

1<' ,eclion :11 ,'pvm,..al \-1"," 2,2 effiliate. h~.giG providin,g lm.erLAT..... "'m'LOO ,·m).' Sllun ~llt[

'PP"oql.. "TId lh.t n~vc'5>lriiy H~uire, th,,, ,~h,laJl1i~1 ~ct;,'lti"' b'lW'~L1 jh. HOC 2nd l~OSC

..ill iiatl:~ ....~li !l'G~U r pril;)r w· ~PPI{) ...aJ, lflh~!~ P~l'iQ.j8 a, e II~I ~~diIOO, It ""uld ~JIDw l.h." 'FlOC ~

'l.>;ntfi cam opp""nmit,' CD ITlIlok CJo3T5ub,iJ;z"tion an~ m he. C031 m;S8Ik"ari",n.

T~lrd. WM r~~p~CIIQ ~i~crimLnal"'r:' ~ondu~;, t1l~ C",mmi"'~l' .h"uld ILdfll'1 rigmnm,

wdl-dofmccl, .ucl I'I~p""iy cl".~r~!>",d porliJJlT,"IC~ mea,"'es, ~j~ce 'h~ Comnm,iQ~ Af~~

,,0100 i~ 1997, • number o' pmceeding' at the slaW lUld f<>ileml ]~ver I1nve inve'Iig3lro propm

f1erl"n:tll:Ul~~f men'1lJI<l..I, Md I"'t r,if~~Inl ~~rlil pmcM.~ should re1y (In mcllllllres ~~,'~i~ptd iu

Iho,,; p",cee<li ~g., Wll~' \' tiLe mL'll:rures al'f JI'I'{l~~lyde~n(d, ~p~I'f~ d"'iIJ" pttfOrrrtiltl(o ~la"dlll'd,

~')cl ~re "u~jeGL III ngomus l"-5Iing ~~d .no o!"'n Hl inL~[r;,ld rani.. u,~ of !<LIm u~ifDrl1l

-



cmOL;uclod ~no1 a\).()u[ ti,,, .'ig,,' "With ...,Jtich Ihe Coml'l1i~~j"n will e"f~.cc the Ilrfl-c(lmpet'li,'e

pmv,s,oll'l of "'~ti,,~ 272.

With th.,,,, prjllejpl~, j~ lCli~~, ,I,e Cll",m,~~iG~ '~G~ld therefore ,et fGn~ additiomLi

,t",d~rcl$ ,,,d ~roc.edu.e~ to [;.e sp"pEitc 10 ftlt"rC bien~E'\! ~;Jdit~. i~cltl.dLn~ ~ !-f:-audit ",fVo/;riz~~

d~<l iI, Sl~:[j"" 272 affibat ..., At.l minimum, t~~ Commiss'on sho,,-Id adopt tile loLLo"'lII~

I{'JLddi~~;,

First, the- C~mTrli",loll .boaid ~dop\ -il str<:>n£ rrefe,~m:., ih~t t~e audit ma!<o • Nmpldt

eHmi~atinll11fthe emirc pl.lplllnt;~" of .1t'f tr:.llt>a~ti~~. or d'il.t~ (lJ.~ llJ.~ ""\Ii~ ,s .",."sm~, "'Ih",

lh"" rei)' J1tg on >IUIlplin.~ &'" MCI Pral\'-'-';oo I\udit CDmm-enl~, A AD-97-S', &t ~ lflled Se~. 1~.

1"9'97), A:; Im.~~ ~u4ct~ demon.tmte, the "s~ of on" ]larrlrulal' .ampli~ !&:h..iquc i. suh;ec. ID

,ig~ i-fic"nl di,pm~. and rn., ",.ult, - p"'li", Iii' 1~ ""~~rt in,uffi~iel'J\ inlbrmali\rll re!!-/lroill,g, !hi:

.arni!lic~ i• .jj~~l"sod - are oTIen i~oondmi,.e on ;.:;u,~ tl'.1t "e c.emrd to ~<:Ui.o~ 2n

cumpbance Au.Q "omplt~~ b~ ,l>li,liLi';',1 irMOd\lt~s ri;~, IhAt ~i"l",jQn, wiil go lInde,ootuo

i\·lQrcm-cr. i" ,lte \i",,"w," audit, ,"mplm~ w~o ~trflll med e~ell ",bore " ""rn~l~lt ,\amillatj(ln (If

~ll d ala >\'01111 b~ praait~ i l'(lf -f:~ampl~, in deternJining V"r b.n~ '.1 ~Dmpli"llce with I!l~ ",ejla.rate

~m~by,'';','' ""I"L, et~em,. th~ ~"diIOJ mc~plicabl)" tool< a ,=/,Ie of \'rIc M'I~ I.we,",,, ,",Vffi thOlI.\lh

ptrfll!'Tl'.;n~. ~ tt>mpl<,1l~ l1'l<omi~atilln ......ould not h~,'~ ~..,eJl burd. Jl!l~ Ln, "rod twn \bnul',h"- ""rnpk

WQuid by riefhi\i"n n.,.\ dllleci ....beibcr Vrni '1m', om! p~n}'ee~ ....~l"t truly l"I:P~T.I" S", <up"" I'>ort

mc.,

neremre, Ire G.:>mmi,siull ,I\l>~lo aJopl :na~dirlls In~l ~d~r"",< bot~ whc~ OiImpllJlg '"

ap~;op,-i'T' "nd tll"1 funk, dcr.n~ ,h~ .pedfk '"mpliq.; tc~h"i~ue. 10 ~e ""od .mlll,~ 1;'Jl'" of

n;llllm"t;\J-n tbll1 rrrn.t be ~j,dDsed in lit", ~J,lit. In palLic,"IAT, Ih~ Commi"iolL ,html~ ''''ruin,)

,',,,,, wha. ''-rnpl\ng i, pmor:rn¢d, oItQUB~ illfolmatkm i. IH-i,l\'ld"d (i.e" ~ueh as ,Iandilro

.- .•


